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A. REGISTRANT IDENTIFICATION

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

24 Corporate Plaza

(No. and Street)

Newport Beach California 92660
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Gordon J. Roth (949) 720-5774

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Deloitte & Touche LLP

{(Name - if individual, state last, first, middle name)

350 South Grand Avenue Los Angeles California 90071
(Address) (City) : (State) (Zip Code)
CHECK ONE:

Certified Publbic Accountant
[ Public Accountant

0O Accountant not resident in United States or any of its possessions. /PR@CESSED
FOR OFFICIAL USE ONLY [ SEP T 112602
THOMS O
FINANCIAY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis me exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond
SEC 1410 (06-02) uniess the form displays a currently valid OMB control number.
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OATH OR AFFIRMATION
1, Gordon J. Roth , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Roth Capital Partners, LLC , as
of June 30 ,20 02 | are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

M

/ Signature

Chief Financial Officer

Title

7%

Notary lic o 2= R PRISCILLA KASTNER

-

his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(5) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

0 DODREREREE

HOR

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Deloitte & Touche LLP

Suite 1200

695 Town Center Drive

Costa Mesa, California 92626-1924

Tel:{714) 436-7100
Fax:(714) 436-7200

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

Roth Capital Partners, LLC:

We have audited the statement of financial condition of Roth Capital Partners, LLC (the
“Company”) as of June 30, 2002, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condition is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
statement of financial condition. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, such statement of financial condition presents fairly, in all material respects, the
financial position of Roth Capital Partners, LLC as of June 30, 2002 in conformity with accounting
principles generally accepted in the United States of America.

DelsiHe { T che e

August 23, 2002

Deloitte Carlsbad LasVegas Los Angeles Phoenix Renc San Diego

Touche
Tohmatsu
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ROTH CAPITAL PARTNERS, LLC

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2002

ASSETS
CASH AND CASH EQUIVALENTS

|
|
|
RECEIVABLE FROM CLEARING BROKER ;
TRADE RECEIVABLES—Net of allowance of $1,92

SECURITIES OWNED:
Marketable—at market value

|
|
Not readily marketable—at estimated fair value |

FURNITURE, EQUIPMENT AND LEASEHOLD IN
At cost, less accumulated depreciation and amortizaf 8)

NOTES RECEIVABLE—Net of allowance of $317,¢
OTHER ASSETS :

TOTAL

See accompanying notes to statement of financial cot

§ 2,492.390
1,435,187
1,750,925

30,000

5,708,502

5,615,481

11,562,775
(1,270,153)

10,292,622

$21,616,605
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ROTH CAPITAL PARTNERS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2002

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization—Roth Capital Partners, LLC (the “Company”), a California limited liability company,
was formed on February 2, 2001. The Company is a registered broker/dealer, and all securities
transactions for the accounts of the Company and its customers are cleared by another broker/dealer on
a fully disclosed basis. Prior to Febmary 2, 2001, the Company operated as Roth Capital Partners, Inc.,
a C-corporation. On February 2, 2001, Roth Capital Partners, Inc. transferred all of its assets and
liabilities into the Company and became the sole member of the Company. The reorganization was
treated as a continuation of the Company’s operations. On March 7, 2001, a financial institution and
the Company’s principals purchased minority membership interests in the Company.

Basis of Accounting—The Company uses the accrual basis of accounting.

Use of Estimates—The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the statement of financial condition. Actual results could differ from those
estimates.

Securities Transactions—Securities transactions and the related revenues and expenses are recorded
on a trade-date basis.

Cash and Cash Equivalents—Cash and cash equivalents consist of cash balances maintained at banks
and $7,402,695 in money market accounts.

Securities Owned and Securities Sold but Not Yet Purchased—Marketable securities owned and
securities sold but not yet purchased are comprised primarily of common stock and are valued at
current market prices. Securities not readily marketable consist of partnership interests, notes and
common stock of private companies and warrants that are exchangeable into investment securities that
cannot be publicly offered or sold unless registration has been effected under the Securities Act of 1933
or cannot be currently sold because of other arrangements, restrictions or conditions applicable to the
securities. For the warrants, to the extent the underlying stock value exceeds the exercise price of the
warrants, the warrants are valued as the difference of the underlying stock price and exercise price,
which is then discounted for the period of time the warrants are not exercisable or for the restrictive
nature of the underlying common stock. Other securities not readily marketable are valued at fair value
by management based on their intimate knowledge of the market and the secunty. Because of the
inherent uncertainty of the valuations, those estimated market values may differ from values that would
.have been used had a ready market for the securities existed, and the difference could be matenal.

Corporate Finance Income and Syndicated Income—Corporate finance revenues and syndicated
income are recognized and recorded upon closure of the financing effort. Such revenues are accrued
for in trade receivables in the accompanying statement of financial condition.

7

Deferred Revenue—Deposits received from corporate finance activities are deferred until earned.



Long-Lived Assets—The Company assesses the facts and circumstances to determine whether property
and equipment, and intangible or other assets, may be impaired and whether or not an evaluation of
recoverability would be performed as required under Statement of Financial Accounting Standards
(“SFAS”) No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of. At June 30, 2002, there were no adjustments to the carrying value of the Company’s
long-lived assets.

Fair Value of Financial Instruments—Substantially all of the Company’s financial instruments are
carried at fair value. Receivables and payables are carried at cost or cost plus accrued interest, which
approximate fair value.

SECURITIES OWNED AND SECURITIES SOLD BUT NOT YET PURCHASED

Marketable securities owned and securities sold but not yet purchased held as of June 30, 2002 consist
entirely of equity securities. Not readily marketable securities consist of the following investments at
market value:

Warrants, publicly-traded companies $1,044,957
Privately-held equity investments 3,724,322
Restricted publicly-traded equities 79,438

54848717

TRADE AND NOTES RECEIVABLE—NET

Trade receivables primarily consist of investment banking related transactions which are generally due
within the next twelve months. Notes receivable primarily consist of advances to employees, some of
which are forgiven over a predetermined service period. The interest rates on the notes receivable have
a weighted-average interest rate of approximately 6% per annum as of June 30, 2002 and are due at
various times through April 15, 2004. Primarily all of the notes receivable are due from employees and
former employees other than members and are unsecured.

INCOME TAXES

As a limited liability company, the Company is generally not subject to federal or state income taxes
and, accordingly, no provision for income taxes has been made in the accompanying statement of
financial condition. The members are required to report their proportionate share of income (loss) in
their individual income tax retums.

SUBORDINATED LIABILITIES

The subordinated borrowings are covered by agreements approved by the National Association of
Securities Dealers and are thus available in computing net capital. Interest on the subordinated notes is
payable monthly. As of June 30, 2002, the interest rates ranged from 8.5% to 10%. The subordinated
liabilities mature at various times through January 31, 2004.



MEMBERS’ EQUITY

Notes receivable from members of $1,270,153 represent advances to a principal member. $775,458 of
the notes are unsecured and are payable on demand, and carry an interest rate of 5%. $494,695 of the
notes are secured, of which $96,546 is currently due, and $398,149 is payable on June 30, 2004, and carry
an interest rate of 7% and 7.25%, respectively.

EMPLOYEE BENEFIT PLAN

The Company has a 401(k) employee savings plan that covers all full-time employees who are at least
age 21 with six months or more of continuous service. The Company may match employee
contributions at its sole discretion.

COMMITMENTS AND CONTINGENT LIABILITIES

Securities Sold but Not Yet Purchased—In the normal course of business, the Company sells equity
securities not yet purchased, which are recorded as liabilities on the statement of financial condition.

The Company is exposed to the risk that market price increases cause the ultimate obligation for such
commitments to exceed the amount recorded on the statement of financial condition.

Settlement of Securities Transactions—The Company is obligated to settle transactions with brokers
and other financial institutions even if its customers fail to meet their obligations to the Company.
Customers are required to complete their transactions on settlement date, generally three business days
after trade date. If customers do not fulfill their contractual obligations, the Company may incur losses.

The Company has established procedures to reduce this risk by requiring deposits from customers for
certain types of trades.

Underwriting Transactions—In the normal course of business, the Company enters into various
underwriting commitments. In the opinion of management, the settlement of transactions relating to
such commitments will have no material impact on the Company’s financial condition.

Litigation—The Company is named as a defendant in various lawsuits in its normal course of business,
including class action lawsuits, related to customer transactions. These lawsuits allege violations of
federal and state securities laws and, in the aggregate, claim substantial damages. Management of the
Company, after consultation with outside legal counsel, believes that the resolution of these various
lawsuits will not result in a material adverse effect on the Company’s financial position.

Leases—The Company leases office facilities, furniture and equipment under noncancelable operating

leases having terms through 2007. Aggregate minimum commitments under these leases are as
follows:

Year Ending

June 30

2003 $2.269,582
2004 2,273,503
2005 2,157,432
2006 1,601,915
2007 956,039

$9.258.471
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Aggregate minimum commitments have not been reduced by minimum sublease rentals of $456 373
for the vear ending June 30, 2003, under noncancelable subleases.

Limited Partnership Investments—The Company has capital commitments in limited partnerships
held in securities owned, not yet readily marketable, that have not been called as of June 30, 2002

totaling $4,018,597.

Subsequent Events—The Company made a payment on July 8, 2002 totaling $250,000 related to a
capital call due and payable on July 9, 2002 for an existing limited partnership investment. In addition,
the Company subscribed to a limited partnership interest of $250,000 in another private equity
investment effective July 1, 2002.

DERIVATIVE INSTRUMENTS

The Company invests in equity-related derivative contracts, which are warrants in public and private
companies. In the normal course of business, the Company acquires the warrants in connection with its
investment banking services and holds them for long-term investment purposes.

Warrants represent the rights to buy the underlying equity securities at specified prices and future dates.
The Company’s exposure to credit risk associated with counterparty nonperformance on the warrants,
which are not exchange traded, is typically limited to the unrealized gains reported as assets associated
with such contracts. The Company carries the investments at estimated fair value.

CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage activities. Counterparties to these activities
primarily include broker/dealers, banks and other financial institutions. In the event counterparties do
not fulfill their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy to review,
as necessary, the credit standing of each counterparty with which it conducts business.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(“Rule 15¢3-17), which requires the maintenance of minimum net capital. At June 30, 2002, the
Company has net capital of $8,355,799, computed under the altemative method, which is $8,105,799 in
excess of its required net capital.

RESERVE REQUIREMENTS FOR BROKERS OR DEALERS

The Company is exempt from the provisions of Rule 15¢3-3 (pursuant to paragraph (k)(2)(i1) of such
rule) of the Securities Exchange Act of 1934 as an introducing broker or dealer that carries no
customers’ accounts, promptly transmits all customer funds and delivers all customer securities
received to the clearing broker and does not otherwise hold funds or securities of customers or dealers.
Because of such exemption, the Company is not required to prepare a determination of reserve
requirement for brokers or dealers.

* ok ok ok % ¥



Deloitte & Touche LLP

Suite 1200

695 Town Center Drive

Costa Mesa, California 92626-1924

Tel:(714) 436-7100
Fax:(714) 436-7200
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& Touche

August 23, 2002

Roth Capital Partners, LLC
24 Corporate Plaza
Newport Beach, California 92660

Ladies and Gentlemen:

In planning and performing our audit of the financial statements of Roth Capital Partners, LLC (the
“Company”) for the year ended June 30, 2002 (on which we issued our report dated August 23,
2002), we considered its intemal control, including control activities for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the Company’s intemnal control.

Also, as required by Rule 17a-3(g)(1) of the Securities Exchange Act of 1934, we have made a
study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in

Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
We did not review the practices and procedures followed by the Company in making the quarterly
securities examinations, counts, verifications and comparisons and the recordation of differences
required by Rule 17a-13 or in complying with the requirements for prompt payment for securities
under Section 8 of Regulation T of the Board of Govemors of the Federal Reserve System, because
the Company does not carry security accounts for customers or perform custodial functions relating
to customer securities.

The management of the Company is responsible for establishing and maintaining intemal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of intemal control and of the practices and procedures, and to assess whether those
practices and procedures can be expected to achieve the Security and Exchange Commission’s (the
“Commission”) above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded against loss from unauthonzed
acquisition, use or disposition; and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in conformity
with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

-7-
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Because of inherent limitations in any internal control or the practices and procedures referred to
above, misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal control or of such practices and procedures to future periods are subject to
the risk that they may become inadequate because of changes in conditions or that the degree of
compliance with the practices or procedures may deteriorate.

Our consideration of the Company’s internal control would not necessarily disclose all matters in
the Company’s internal control that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to
a relatively low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. However,
we noted no matters involving the Company’s internal control and its operation (including control
activities for safeguarding securities) that we consider to be material weaknesses as defined above.

‘We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at June 30, 2002, to meet the Commission’s
objectives.

This report is intended solely for the information and use of the members, management, the
Securities and Exchange Commission, the National Association of Securities Dealers and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers and is not intended to be and should not be used by
anyone other than these specified parties.

Yours truly,

Dl(m‘”—c ‘?i //a-,,l&,_ tep



